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EURELECTRIC is the voice of the electricity industry in Europe.

We speak for more than 3,500 companies in power generation, distribution, and supply.

We Stand For:

Carbon-neutral electricity by 2050

We have committed to making Europe’s electricity cleaner. To deliver, we need to make use of all low-carbon technologies: more renewables, but
also clean coal and gas, and nuclear. Efficient electric technologies in transport and buildings, combined with the development of smart grids and a
major push in energy efficiency play a key role in reducing fossil fuel consumption and making our electricity more sustainable.

Competitive electricity for our customers

We support well-functioning, distortion-free energy and carbon markets as the best way to produce electricity and reduce emissions cost-efficiently.
Integrated EU-wide electricity and gas markets are also crucial to offer our customers the full benefits of liberalisation: they ensure the best use of
generation resources, improve security of supply, allow full EU-wide competition, and increase customer choice.

Continent-wide electricity through a coherent European approach

Europe’s energy and climate challenges can only be solved by European – or even global – policies, not incoherent national measures. Such policies
should complement, not contradict each other: coherent and integrated approaches reduce costs. This will encourage effective investment to ensure
a sustainable and reliable electricity supply for Europe’s businesses and consumers.

EURELECTRIC. Electricity for Europe.
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COMMENTS ON THE COMMISSION PROPOSAL FOR KEY INDICATORS

EURELECTRIC’s issued in April 2015 a position paper Energy Union and 2030 Energy & Climate Governance
(April 2015), including a proposal for key indicator’s in the context of the Energy Union. The aim of this
paper is to complete our earlier position paper by expressing our comments on the indicators proposed by
the Commission in the Staff Working Document Monitoring progress towards the Energy Union objectives -
Concept and first analysis of key indicators that was published in November 2015.

EURELECTRIC considers the proposed indicators in general well justified and balanced. However, in a few
cases key elements remain unattended or the proposed indicators do not give a satisfactory reflection of
the issue it should be measuring.

Competitiveness
Policy measures should be cost-effective. Consequently, cost-effectiveness of policies should be monitored
and the costs of policies should be covered by the key indicators. Policy support costs form in most
countries a large part of electricity bills, and based on the new price regulation, data will be available on the
different components of customers’ bills. Indicators on the relationship between the wholesale price and
the retail price should be measured, including the evolution of taxes and policy costs.

The policy costs supported by the different energy carriers should be identified, because the additional
costs may unduly hamper their competitiveness. It is especially important to monitor the share of taxes and
policy support costs in electricity bills because they form a barrier for electrification of transport, heating
and cooling, and pose in many cases a challenge for fair division of costs between customers when the
share of prosumers increases (reference to a position paper). They also hamper the price signals received
by end-customers, thus distorting incentives for demand response. End-customer prices as such should also
be included in the key indicators.

The abatement costs of CO2 emissions should be measured for both EU ETS and non-ETS sectors.

Internal Market
CEER is developing indicators that would describe what a well-functioning retail market looks like.
EURELECTRIC considers it timely to develop such indicators, and considers that the development of Energy
Union key indicators could benefit from CEER’s work. More information on EURELECTRIC’s views on CEER’s
work is included in our position paper. With respect to the indicators already proposed by the Commission,
we would like to make the following points:

While market concentration is a relevant characteristic to assess competition, market entry barriers might
be seen as even a bigger hindrance on the way to well-functioning retail markets. The 2015 CEER/ACER
Market Monitoring Report (MMR) showed that the “high level of concentration indicates that retail
competition in many countries is still not well developed, a factor often used by national authorities to
justify retail price regulation.” In other words, there seems to be a direct correlation between markets with
high concentration ratio and the continued use of regulated tariffs. Appropriate indicators could include: %
of consumers with regulated energy prices, % of retail price not directly affected by energy suppliers and
mark-up calculated as retailer’s gross margin over the total final retail price (and not just the energy part of
the final retail price as in the MMR)

http://www.eurelectric.org/media/172021/governance_paper_2015_final_version_21-04-2015-2015-030-0210-01-e.pdf
http://www.eurelectric.org/media/249119/ceer_well-functioning_paperfinal-2015-2510-0005-01-e.pdf
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While switching rates do say something about the level of competition in a market, they should not be
considered as the sole indicator of market functioning. Indeed, consumers may decide not to switch for a
variety of reasons, e.g. they are satisfied with the contract and quality of service provided by their current
supplier; their supplier offers a variety of additional services that competitors do not offer; they perceive
the potential gains as too small compared to their current contract, etc. In any case we think the supplier
switching rate should include both inter-supplier switching rate, and intra-supplier switching rate.

The Commission proposes to use the share of vulnerable customers as an indicator of energy poverty in the
EU. While there is some overlap between those customers who are energy poor and those who are
vulnerable, the two terms are not interchangeable and they require different solutions. Being vulnerable
(e.g. disabled, senior citizen) does not automatically mean suffering from fuel poverty.

 As per the 3rd Electricity Directive, defining the concept of vulnerable consumers is in the full remit
of Member States and – in our view – for good reasons Member States’ situations differ greatly as
far as employment, climatic conditions, electricity consumption, home insulation or energy retail
prices are concerned. Whilst exchanging good practices at EU level is very useful, tackling the issue
should be done at the level where it is most efficient to do so, in line with the subsidiarity principle.

 Most Member States do not differentiate energy poverty from broader poverty and they generally
address the issue through social policy. In addition, those member states that have a specific
definition of energy poverty, do not necessarily understand it the same way.

In the context of the wholesale markets EURELECTRIC proposes that the indicators do not only focus on
the interconnection targets but also measure the effective use of existing interconnectors and how this is
managed by TSOs. The thermal capacity versus tradable capacity as analysed in the 2015 ACER market
monitoring report reflects the use of interconnectors. It indeed shows that in nearly 70% of all assessed
borders, the physical capacities are at least twice as high as the tradable capacity

The indicators should address market integration of renewable electricity. For this purpose, the share of
renewable electricity, including distributed generation that is subject to -market responsibilities such as
balancing and ancillary services obligations should be monitored. In addition, member states’ cooperation
on renewable electricity should be covered by the indicators (common support schemes, joint projects), as
well as the share of RES supported by market oriented mechanisms with volume control as defined in the
state aid guidelines.

Concerning the wholesale market it could be useful to use criteria for market efficiency already developed
in existing regulation, such as the Regulation 2015/1222 of 24 July 2015 establishing a guideline on capacity
allocation and congestion management, such as market liquidity, the accuracy and robustness of price
signals.

In isolated areas, i.e. mostly islands without a grid connection to the mainland, customers cannot benefit
from the internal market. An indicator should be established on the share of electricity consumed in those
areas / electricity consumed in the whole member state.

Decarbonisation
The key indicators on decarbonisation and renewable energy should include emissions reductions and the
share of RES and the share of other low-carbon energy sources (such as nuclear, CCS, …) in electricity,
heating and cooling, and transport.

The Commission proposes also to include an indicator on local RES in the decarbonisation dimension of the
Energy Union. The European Union has adopted an EU level RES target that should be met as cost
effectively as possible. While it is important to follow the share of decentralised generation, as it leads to
major changes in the power systems, the key indicators should not focus on specific RES technologies or
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sizes of installations, but cover all renewable energy sources without differentiation. The development of
meaningful statistics on distributed generation is needed for other contexts. Furthermore, developing an
indicator for local RES poses a challenge for RES bought with guarantees of origin, which could come from
anywhere in Europe.

The carbon intensity of the power sector in general and in particular of the thermal power plants should
be followed as a key indicators on the EU level in addition to emissions reductions. Emission reductions
should be measures also in the context of heating and cooling and transport.

Energy Efficiency and Electrification
Electricity is on track to be decarbonised in line with the cap in the ETS towards 80-95% reductions in 2050:
the share of RES increased 5 percentage points 2012-2014 alone (from 23% to 28%), and 56% of the EU
power mix is now low carbon. The resulting decrease in emissions combined with the high efficiency of
electric motors makes electric vehicles the key solution to reducing emissions from road transport
(currently around one fifth of EU CO2 emissions) and reducing dependency on imported oil. Thus the
electrification rate of transport, but also heating and cooling should be included as the key indicators in
addition to the average CO2 emissions from new cars. This could also include the electricity demand from
transport as an indicator.

It is important to measure and develop the energy efficiency of the EU industry. Measuring energy
intensity of the EU industry however, implies measuring a mixed impact of changes in the industrial
structure and energy efficiency, and we propose to include instead an indicator truly measuring energy
efficiency. Energy intensity can be reduced without any improvements in energy efficiency, e.g. if there is a
shift in the structure of the economy from industrial activities to services. In order to give a clearer picture,
energy intensity should therefore be measured on a sectoral basis in energy consumed (kWh, J, …) per
output of the relevant product (not EUR).

The Commission proposes to include final energy consumption per square meter in the residential sector as
an indicator of energy efficiency of buildings. EURELECTRIC supports the inclusion of this indicator. Both
climate corrected, and uncorrected indicators should be included. The corrections may blur the effects of
energy efficiency improvements made. In addition, the economics of energy efficiency measures are
dependent on real conditions and thus the indicators should not be based on average historic climate
registers but actual data.

Security of Supply
The indicators on security of electricity supply should include firm capacity provided by all types assets on
the supply side and on the demand side, including renewables, demand response and storage. TSOs could
be requested to assess this.

A clear overview is needed on the member states and regional targets for security of supply, and thus the
key indicators should include information on these specific targets.
Adequacy targets for security of supply are usually defined using different metrics (LOLE, energy not
served, etc.). These metrics should be:

 harmonised at regional level, indeed, using the same metrics will allow for a straightforward
comparison of targets in different countries;

 homogeneous and transparent to let the market understand the outcome.



4

A regional approach to security of supply should be developed to supplement national assessments,
involving all relevant stakeholders (TSOs, regulators, market participants, etc.) and including the
coordinated analysis of solutions. A clear methodology should be defined for regional system adequacy
assessments1.

Correction of Data
The Commission should ensure that mistakes in data are swiftly corrected. A feedback tool could be
introduced for official documents similarly to the instrument recently developed by ACER. A thorough
quality check of the data and the conclusions based on the key indicators are also recommendable.
Important mistakes, that influence the conclusions, have been detected in the Market concentration index
for wholesale gas supply compared to data used by other sources such as ACER (for instance HHI for France
and Spain).

1 EURELECTRIC will soon publish a report Electricity market design: fit for the low-carbon transition addressing these
questions



EURELECTRIC pursues in all its activities the application of
the following sustainable development values:

Economic Development

Growth, added-value, efficiency

Environmental Leadership

Commitment, innovation, pro-activeness

Social Responsibility

Transparency, ethics, accountability
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